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Article 31. 

The School Budget and Fiscal Control Act. 

Part 1.  General Provisions. 

§ 115C-422.  Short title. 

This Article may be cited as "The School Budget and Fiscal  Control Act." (1975, c. 437, s. 1; 

1981, c. 423, s. 1.) 

 

§ 115C-423.  Definitions. 

The words and phrases defined in this section have the meanings indicated when used in this 

Article, unless the context clearly requires another meaning: 

(1) "Budget" is a plan proposed by a board of education for raising and spending 

money for specified school programs, functions, activities, or objectives during 

a fiscal year. 

(2) "Budget resolution" is a resolution adopted by a board of education that 

appropriates revenues for specified school programs, functions, activities, or 

objectives during a fiscal year. 

(3) "Budget year" is the fiscal year for which a budget is proposed and a budget 

resolution is adopted. 

(4) "Fiscal year" is the annual period for the compilation of fiscal operations. The 

fiscal year begins on July 1 and ends on June 30. 

(5) "Fund" is an independent fiscal and accounting entity consisting of cash and 

other resources together with all related liabilities, obligations, reserves, and 

equities which are segregated by appropriate accounting techniques for the 

purpose of carrying on specific activities or attaining certain objectives in 

accordance with established legal regulations, restrictions or limitations. 

(6) "Vending facilities" has the same meaning as it does in G.S. 111-42(d), but also 

means any mechanical or electronic device dispensing items or something of 

value or entertainment or services for a fee, regardless of the method of 

activation, and regardless of the means of payment, whether by coin, currency, 

tokens, or other means. (1975, c. 437, s. 1; 1981, c. 423, s. 1; 1983 (Reg. Sess., 

1984), c. 1034, s. 167; 2006-203, s. 34.) 

 

§ 115C-424.  Uniform system; conflicting laws and local acts superseded. 

It is the intent of the General Assembly by enactment of this Article to prescribe for the public 

schools a uniform system of budgeting and fiscal control. To this end, all provisions of general 

laws and local acts in effect as of July 1, 1976, and in conflict with the provisions of this Article 

are repealed except local acts providing for the levy or for the levy and collection of school 

supplemental taxes. No local act enacted or taking effect after July 1, 1976, may be construed to 

modify, amend, or repeal any portion of this Article unless it expressly so provides by specific 

reference to the appropriate section. (1975, c. 437, s. 1; 1981, c. 423, s. 1.) 

 

Part 2. Budget.  

§ 115C-425.  Annual balanced budget resolution. 

(a) Each local school administrative unit shall operate under an annual balanced budget 

resolution adopted and administered in accordance with this Article.  A budget resolution is 
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balanced when the sum of estimated net revenues and appropriated fund balances is equal to 

appropriations.  Appropriated fund balance in any fund shall not exceed the sum of cash and 

investments minus the sum of liabilities, encumbrances, and deferred revenues arising from cash 

receipts, as those figures stand at the close of the fiscal year next preceding the budget year.  The 

budget resolution shall cover one fiscal year. 

(b) It is the intent of this Article that all moneys received and expended by a local school 

administrative unit should be included in the school budget resolution.  Therefore, notwithstanding 

any other provisions of law, after July 1, 1976, no local school administrative unit may expend any 

moneys, regardless of their source (including moneys derived from federal, State, or private 

sources), except in accordance with a budget resolution adopted pursuant to this Article. 

(c) Subsection (b) of this section does not apply to funds of individual schools, as defined 

in G.S. 115C-448. (1975, c. 437, s. 1; 1981, c. 423, s. 1; 1993, c. 179, s. 1.) 

 

§ 115C-426.  Uniform budget format. 

(a) The State Board of Education, in cooperation with the Local Government 

Commission, shall cause to be prepared and promulgated a standard budget format for use 

by local school administrative units throughout the State. 

(b) The uniform budget format shall be organized so as to facilitate accomplishment 

of the following objectives: (i) to enable the board of education and the board of county 

commissioners to make the local educational and local fiscal policies embodied therein; 

(ii) to control and facilitate the fiscal management of the local school administrative unit 

during the fiscal year; and (iii) to facilitate the gathering of accurate and reliable fiscal data 

on the operation of the public school system throughout the State. 

(c) The uniform budget format shall require the following funds: 

(1) The State Public School Fund. 

(2) The local current expense fund. 

(3) The capital outlay fund. 

In addition, other funds may be used to account for reimbursements, including indirect 

costs, fees for actual costs, tuition, sales tax revenues distributed using the ad valorem 

method pursuant to G.S. 105-472(b)(2), sales tax refunds, gifts and grants restricted as to 

use, trust funds, federal appropriations made directly to local school administrative units, 

municipal appropriations made directly to local school administrative units under 

G.S. 160A-700, and funds received for prekindergarten programs. In addition, the 

appropriation or use of fund balance or interest income by a local school administrative 

unit shall not be construed as a local current expense appropriation included as a part of 

the local current expense fund. 

Each local school administrative unit shall maintain those funds shown in the uniform 

budget format that are applicable to its operations. 

(d) The State Public School Fund shall include appropriations for the current 

operating expenses of the public school system from moneys made available to the local 

school administrative unit by the State Board of Education. 

(e) The local current expense fund shall include appropriations sufficient, when 

added to appropriations from the State Public School Fund, for the current operating 

expense of the public school system in conformity with the educational goals and policies 
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of the State and the local board of education, within the financial resources and consistent 

with the fiscal policies of the board of county commissioners. These appropriations shall 

be funded by revenues accruing to the local school administrative unit by virtue of Article 

IX, Sec. 7 of the Constitution, moneys made available to the local school administrative 

unit by the board of county commissioners, supplemental taxes levied by or on behalf of 

the local school administrative unit pursuant to a local act or G.S. 115C-501 to 115C-511, 

State money disbursed directly to the local school administrative unit, and other moneys 

made available or accruing to the local school administrative unit for the current operating 

expenses of the public school system. 

(f) The capital outlay fund shall include appropriations for: 

(1) The acquisition of real property for school purposes, including but not 

limited to school sites, playgrounds, athletic fields, administrative 

headquarters, and garages. 

(2) The acquisition, construction, reconstruction, enlargement, renovation, or 

replacement of buildings and other structures, including but not limited 

to buildings for classrooms and laboratories, physical and career and 

technical educational purposes, libraries, auditoriums, gymnasiums, 

administrative offices, storage, and vehicle maintenance. 

(3) The acquisition or replacement of furniture and furnishings, instructional 

apparatus, data-processing equipment, business machines, and similar 

items of furnishings and equipment. 

(4) The acquisition of school buses as additions to the fleet. 

(5) The acquisition of activity buses and other motor vehicles. 

(6) Such other objects of expenditure as may be assigned to the capital outlay 

fund by the uniform budget format. 

The cost of acquiring or constructing a new building, or reconstructing, enlarging, or 

renovating an existing building, shall include the cost of all real property and interests in 

real property, and all plants, works, appurtenances, structures, facilities, furnishings, 

machinery, and equipment necessary or useful in connection therewith; financing charges; 

the cost of plans, specifications, studies, reports, and surveys; legal expenses; and all other 

costs necessary or incidental to the construction, reconstruction, enlargement, or 

renovation. 

No contract for the purchase of a site shall be executed nor any funds expended therefor 

without the approval of the board of county commissioners as to the amount to be spent for 

the site; and in case of a disagreement between a board of education and a board of county 

commissioners as to the amount to be spent for the site, the procedure provided in 

G.S. 115C-431 shall, insofar as the same may be applicable, be used to settle the 

disagreement. 

Appropriations in the capital outlay fund shall be funded by revenues made available 

for capital outlay purposes by the State Board of Education and the board of county 

commissioners, supplemental taxes levied by or on behalf of the local school administrative 

unit pursuant to a local act or G.S. 115C-501 to 115C-511, the proceeds of the sale of 
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capital assets, the proceeds of claims against fire and casualty insurance policies, and other 

sources. 

(g) Other funds shall include appropriations for such purposes funded from such 

sources as may be prescribed by the uniform budget format.  (1975, c. 437, s. 1; 1981, c. 

423, s. 1; 2010-31, s. 7.17(a); 2013-355, s. 2(a); 2017-57, s. 7.23H(h); 2018-5, s. 38.8(f).) 
 

§ 115C-426.1.  Vending facilities. 

Moneys received by a local school administrative unit on account of operation of vending 

facilities shall be deposited, budgeted, appropriated, and expended in accordance with the 

provisions of this Article. (1983 (Reg. Sess., 1984), c. 1034, s. 168.) 

 

§ 115C-426.2.  Joint planning. 

In order to promote greater mutual understanding of immediate and long-term budgetary issues 

and constraints affecting public schools and county governments, local boards of education and 

boards of county commissioners are strongly encouraged to conduct periodic joint meetings during 

each fiscal year. In particular, the boards are encouraged to assess the school capital outlay needs, 

to develop and update a joint five-year plan for meeting those needs, and to consider this plan in 

the preparation and approval of each year's budget under this Article. (1995 (Reg. Sess., 1996), c. 

666, s. 2.) 

 

§ 115C-427.  Preparation and submission of budget and budget message. 

(a) Before the close of each fiscal year, the superintendent shall prepare a budget for the 

ensuing year for consideration by the board of education. The budget shall comply in all respects 

with the limitations imposed by G.S. 115C-432. 

(b) The budget, together with a budget message, shall be submitted to the board of 

education not later than May 1. The budget and budget message should, but need not, be submitted 

at a formal meeting of the board. The budget message should contain a concise explanation of the 

educational goals fixed by the budget for the budget year, should set forth the reasons for stated 

changes from the previous year in program goals, programs, and appropriation levels, and should 

explain any major changes in educational or fiscal policy. (1975, c. 437, s. 1; 1981, c. 423, s. 1.) 

 

§ 115C-428.  Filing and publication of the budget; budget hearing. 

(a) On the same day that he submits the budget to the board of education, the 

superintendent shall file a copy of it in his office where it shall remain available for public 

inspection until the budget resolution is adopted. He may also publish a statement in a newspaper 

qualified under G.S. 1-597 to publish legal advertisements in the county that the budget has been 

submitted to the board of education, and is available for public inspection in the office of the 

superintendent of schools. The statement should also give notice of the time and place of the budget 

hearing authorized by subsection (b) of this section. 

(b) Before submitting the budget to the board of county commissioners, the board of 

education may hold a public hearing at which time any persons who wish to be heard on the school 

budget may appear. (1975, c. 437, s. 1; 1981, c. 423, s. 1.) 

 

§ 115C-429.  Approval of budget; submission to county commissioners; 

commissioners' action on budget. 
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(a) Upon receiving the budget from the superintendent and following the public 

hearing authorized by G.S. 115C-428(b), if one is held, the board of education shall 

consider the budget, make such changes therein as it deems advisable, and submit the entire 

budget as approved by the board of education to the board of county commissioners not 

later than May 15, or such later date as may be fixed by the board of county commissioners. 

(b) The board of county commissioners shall complete its action on the school 

budget on or before July 1, or such later date as may be agreeable to the board of education. 

The commissioners shall determine the amount of county revenues to be appropriated in 

the county budget ordinance to the local school administrative unit for the budget year. The 

board of county commissioners may, in its discretion, allocate part or all of its 

appropriation by purpose, function, or project as defined in the uniform budget format. 

(c) The board of county commissioners shall have full authority to call for, and the 

board of education shall have the duty to make available to the board of county 

commissioners, upon request, all books, records, audit reports, and other information 

bearing on the financial operation of the local school administrative unit. 

(d) Nothing in this Article shall be construed to place a duty on the board of 

commissioners to fund a deficit incurred by a local school administrative unit through 

failure of the unit to comply with the provisions of this Article or rules and regulations 

issued pursuant hereto, or to provide moneys lost through misapplication of moneys by a 

bonded officer, employee or agent of the local school administrative unit when the amount 

of the fidelity bond required by the board of education was manifestly insufficient. 

(e) A local board of education may request appropriations directly from a city, as 

authorized by G.S. 160A-700.  (1975, c. 437, s. 1; 1981, c. 423, s. 1; 2018-5, s. 38.8(g).) 
 

§ 115C-430.  Apportionment of county appropriations among local school administrative 

units. 

If there is more than one local school administrative unit in a county, all appropriations by the 

county to the local current expense funds of the units, except appropriations funded by 

supplemental taxes levied less than countywide pursuant to a local act of G.S. 115C-501 to 

115C-511, must be apportioned according to the membership of each unit. County appropriations 

are properly apportioned when the dollar amount obtained by dividing the amount so appropriated 

to each unit by the total membership of the unit is the same for each unit. The total membership of 

the local school administrative unit is the unit's average daily membership for the budget year to 

be determined by and certified to the unit and the board of county commissioners by the State 

Board of Education. (1975, c. 437, s. 1; 1981, c. 423, s. 1; 1985 (Reg. Sess., 1986), c. 1014, s. 78.) 

 

§ 115C-431.  Procedure for resolution of dispute between board of education and 

board of county commissioners. 

(a) If the board of education determines that the amount of money appropriated to 

the local current expense fund, or the capital outlay fund, or both, by the board of county 

commissioners is not sufficient to support a system of free public schools, the chairman of 

the board of education and the chairman of the board of county commissioners shall 

arrange a joint meeting of the two boards to be held within seven days after the day of the 

county commissioners' decision on the school appropriations. 
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Prior to the joint meeting, the Senior Resident Superior Court Judge shall appoint a 

mediator unless the boards agree to jointly select a mediator. The mediator shall preside at 

the joint meeting and shall act as a neutral facilitator of disclosures of factual information, 

statements of positions and contentions, and efforts to negotiate an agreement settling the 

boards' differences. 

At the joint meeting, the entire school budget shall be considered carefully and 

judiciously, and the two boards shall make a good-faith attempt to resolve the differences 

that have arisen between them. 

(b) If no agreement is reached at the joint meeting of the two boards, the mediator 

shall, at the request of either board, commence a mediation immediately or within a 

reasonable period of time. The mediation shall be held in accordance with rules and 

standards of conduct adopted under Chapter 7A of the General Statutes governing mediated 

settlement conferences but modified as appropriate and suitable to the resolution of the 

particular issues in disagreement. 

Unless otherwise agreed upon by both boards, the following individuals shall constitute 

the two working groups empowered to represent their respective boards during the 

mediation: 

(1) The chair of each board or the chair's designee; 

(2) The superintendent of the local school administrative unit and the county 

manager or either's designee; 

(3) The finance officer of each board; and 

(4) The attorney for each board. 
Members of both boards, their chairs, and representatives shall cooperate with and respond to all 

reasonable requests of the mediator to participate in the mediation. Notwithstanding Article 33C 

of Chapter 143 of the General Statutes, the mediation proceedings involving the two working 

groups shall be conducted in private. Evidence of statements made and conduct occurring in a 

mediation are not subject to discovery and are inadmissible in any court action. However, no 

evidence otherwise discoverable is inadmissible merely because it is presented or discussed in a 

mediation. The mediator shall not be compelled to testify or produce evidence concerning 

statements made and conduct occurring in a mediation in any civil proceeding for any purpose, 

except disciplinary hearings before the State Bar or any agency established to enforce standards of 

conduct for mediators. Reports by members of either working group to their respective boards 

shall be made in compliance with Article 33C of Chapter 143 of the General Statutes. 

Unless both boards agree otherwise, or unless the boards have already resolved their 

dispute, the mediation shall end no later than August 1. The mediator shall have the 

authority to determine that an impasse exists and to discontinue the mediation. The 

mediation may continue beyond August 1 provided both boards agree. If both boards agree 

to continue the mediation beyond August 1, the board of county commissioners shall 

appropriate to the local school administrative unit for deposit in the local current expense 

fund a sum of money sufficient to equal the local contribution to this fund for the previous 

year. 

If the working groups reach a proposed agreement, the terms and conditions must be 

approved by each board. If no agreement is reached, the mediator shall announce that fact 

to the chairs of both boards, the Senior Resident Superior Court Judge, and the public. The 
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mediator shall not disclose any other information about the mediation. The mediator shall 

not make any recommendations or public statement of findings or conclusions. 

The local board of education and the board of county commissioners shall share equally 

the mediator's compensation and expenses. The mediator's compensation shall be 

determined according to rules adopted under Chapter 7A of the General Statutes. 

(b1) If agreement is not reached in mediation on the amount of money appropriated 

to the local current expense fund, and the amount to be appropriated has not been calculated 

pursuant to this subsection for longer than the prior year, the sum to be appropriated for 

the budget year in dispute shall be calculated as follows: 

(1) The amount of moneys appropriated to the local current expense fund by 

the board of county commissioners in the prior fiscal year that are 

expended in that year by the local school administrative unit or 

transferred as required by G.S. 115C-75.10, 115C-218.105, 

115C-238.70, and 116-239.11 shall be divided by the sum of the 

following: the average daily membership of the local school 

administrative unit plus the share of the average daily membership of any 

innovative, charter, regional, or laboratory school whose students reside 

in the local school administrative unit for the prior school year. 

(2) The amount from subdivision (1) of this subsection, rounded to the 

nearest penny, shall then be multiplied by the sum of one plus the twelve 

month percent change in the second quarter Employment Cost Index for 

elementary and secondary school workers as reported by the Federal 

Bureau of Labor Statistics. 

(3) The amount from subdivision (2) of this subsection, rounded to the 

nearest penny, shall then be multiplied by the sum of the following: the 

allotted average daily membership for the school year plus the share of 

the average daily membership of any innovative, charter, regional, or 

laboratory school whose students reside in the local school administrative 

unit for the budget year in dispute. 

The board of county commissioners shall appropriate to the local current expense fund 

the sum from subdivision (3) of this subsection, rounded to the nearest penny, to the local 

board of education for the budget year in dispute. 

(b2) If agreement is not reached in mediation, and the amount to be appropriated has 

been calculated pursuant to subsection (b1) of this section to the local current expense fund 

for the prior two years, the sum to be appropriated for the budget year in dispute shall be 

calculated as follows: 

(1) The amount of moneys appropriated to the local current expense fund by 

the board of county commissioners in the prior fiscal year that are 

expended in the prior fiscal year by the local school administrative unit 

and transferred as required by G.S. 115C-75.10, 115C-218.105, 

115C-238.70, and 116-239.11 shall be divided by the sum of the 

following: the average daily membership plus the share of the average 

daily membership of any innovative, charter, regional, or laboratory 
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school whose students reside in the local school administrative unit for 

the prior school year. 

(2) The twelve month percent change in the second quarter Employment Cost 

Index for elementary and secondary school workers as reported by the 

Federal Bureau of Labor Statistics shall be increased by three percent 

(3%). 

(3) The amount from subdivision (1) of this subsection, rounded to the 

nearest penny, shall then be multiplied by the sum of one plus the sum 

from subdivision (2) of this subsection, rounded to the nearest penny. 

(4) The amount from subdivision (3) of this subsection shall then be 

multiplied by the sum of the following: the allotted average daily 

membership for the school year plus the share of the average daily 

membership of any innovative, charter, regional, or laboratory school 

whose students reside in the local school administrative unit for the 

budget year in dispute. 

The board of county commissioners shall appropriate to the local current expense fund 

the sum from subdivision (4) of this subsection, rounded to the nearest penny, to the local 

board of education for the budget year in dispute. 

(b3) Neither the local board of education nor the board of county commissioners shall 

file any legal action challenging the determination as to the funds to be appropriated by the 

board of county commissioners to the local current expense fund in accordance with the 

formulas found in subsections (b1) and (b2) of this section. 

(c) Within five days after an announcement of no agreement on the amount of 

money to be appropriated to the capital outlay fund by the mediator, the local board of 

education may file an action in the superior court division of the General Court of Justice. 

Either board has the right to have the issues of fact tried by a jury. When a jury trial is 

demanded, the cause shall be set for the first succeeding term of the superior court in the 

county, and shall take precedence over all other business of the court. However, if the judge 

presiding certifies to the Chief Justice of the Supreme Court, either before or during the 

term, that because of the accumulation of other business, the public interest will be best 

served by not trying the cause at the term next succeeding the filing of the action, the Chief 

Justice shall immediately call a special term of the superior court for the county, to convene 

as soon as possible, and assign a judge of the superior court or an emergency judge to hold 

the court, and the cause shall be tried at this special term. The judge shall find, or if the 

issue is submitted to the jury, the jury shall find the amount of money legally necessary 

from the board of county commissioners to provide the local school administrative units 

with buildings suitably equipped, as required by G.S. 115C-521, in order to maintain a 

system of free public schools as defined by State law and State Board of Education policy. 

In making the finding, the judge or the jury shall consider the educational goals and policies 

of the State and the local board of education, the budgetary request of the local board of 

education, the financial resources of the county and the local board of education, and the 

fiscal policies of the board of county commissioners and the local board of education. 
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All findings of fact in the superior court, whether found by the judge or a jury, shall be 

conclusive. When the facts have been found, the court shall give judgment ordering the 

board of county commissioners to appropriate a sum certain to the local school 

administrative unit for the amount of money to be appropriated to the capital outlay fund 

and to levy such taxes on property as may be necessary to make up this sum when added 

to other revenues available for the purpose. 

(d) An appeal from the judgement entered as provided in subsection (c) of this 

section may be taken to the appellate division of the General Court of Justice, and notice 

of appeal shall be given in writing within 10 days after entry of the judgment. All papers 

and records relating to the case shall be considered a part of the record on appeal. The 

conclusion of the school or fiscal year shall not be deemed to resolve the question in 

controversy between the parties while an appeal is still pending. Any final judgment shall 

be legally binding on the parties at the conclusion of the appellate process. The payment of 

any final judgment by the county in favor of the local school administrative unit shall not 

be considered, or used in any manner, to deny or reduce appropriations to the local school 

administrative unit by the county in fiscal years subsequent to the one at issue to offset 

such payment of a final judgment. 

(e) If, in an action filed under subsection (c) of this section, the final judgment of 

the General Court of Justice is rendered after the due date prescribed by law for property 

taxes, the board of county commissioners is authorized to levy such supplementary taxes 

as may be required by the judgment, notwithstanding any other provisions of law with 

respect to the time for doing acts necessary to a property tax levy. Upon making a 

supplementary levy under this subsection, the board of county commissioners shall 

designate the person who is to compute and prepare the supplementary tax receipts and 

records for all such taxes. Upon delivering the supplementary tax receipts to the tax 

collector, the board of county commissioners shall proceed as provided in G.S. 105-321. 

The due date of supplementary taxes levied under this subsection is the date of the levy, 

and the taxes may be paid at par or face amount at any time before the one hundred and 

twentieth day after the due date. On or after the one hundred and twentieth day and before 

the one hundred and fiftieth day from the due date there shall be added to the taxes interest 

at the rate of two percent (2%). On or after the one hundred and fiftieth day from the due 

date, there shall be added to the taxes, in addition to the two percent (2%) provided above, 

interest at the rate of three-fourths of one percent (3/4 of 1%) per 30 days or fraction thereof 

until the taxes plus interest have been paid. No discounts for prepayment of supplementary 

taxes levied under this subsection shall be allowed.  (1975, c. 437, s. 1; 1981, c. 423, s. 1; 

1989, c. 493, s. 2; 1995 (Reg. Sess., 1996), c. 666, s. 3; 1997-222, s. 1; 2007-92, s. 1; 

2013-141, s. 1; 2018-83, s. 1.) 
 

§ 115C-432.  The budget resolution; adoption; limitations; tax levy; filing. 

(a) After the board of county commissioners has made its appropriations to the local 

school administrative unit, or after the appeal procedure set out in G.S. 115C-431 for the 

capital outlay fund has been concluded, the board of education shall adopt a budget 

resolution making appropriations for the budget year in such sums as the board may deem 
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sufficient and proper. The budget resolution shall conform to the uniform budget format 

established by the State Board of Education. 

(b) The following directions and limitations shall bind the board of education in 

adopting the budget resolution: 

(1) If the county budget ordinance allocates appropriations to the local school 

administrative unit pursuant to G.S. 115C-429(b), the school budget 

resolution shall conform to that allocation. The budget resolution may be 

amended to change allocated appropriations only in accordance with 

G.S. 115C-433. 

(2) Subject to the provisions of G.S. 115C-429(d), the full amount of any 

lawful deficit from the prior fiscal year shall be appropriated. 

(3) Contingency appropriations in a fund may not exceed five percent (5%) 

of the total of all other appropriations in that fund. Each expenditure to 

be charged against a contingency appropriation shall be authorized by 

resolution of the board of education, which resolution shall be deemed an 

amendment to the budget resolution, not subject to G.S. 115C-429(b) and 

115C-433(b), setting up or increasing an appropriation for the object of 

expenditure authorized. The board of education may authorize the 

superintendent to authorize expenditures from contingency 

appropriations subject to such limitations and procedures as it may 

prescribe. Any such expenditure shall be reported to the board of 

education at its next regular meeting and recorded in the minutes. 

(4) Sufficient funds to meet the amounts to be paid during the fiscal year 

under continuing contracts previously entered into shall be appropriated. 

(5) The sum of estimated net revenues and appropriated fund balances in 

each fund shall be equal to appropriations in that fund. 

(6) No appropriation may be made that would require the levy of 

supplemental taxes pursuant to a local act or G.S. 115C-501 to 115C-511 

in excess of the rate of tax approved by the voters, or the expenditure of 

revenues for purposes not permitted by law. 

(7) In estimating revenues to be realized from the levy of school 

supplemental taxes pursuant to a local act or G.S. 115C-501 to 115C-511, 

the estimated percentage of collection may not exceed the percentage of 

that tax actually realized in cash during the preceding fiscal year, or if the 

tax was not levied in the preceding fiscal year, the percentage of the 

general county tax levy actually realized in cash during the preceding 

fiscal year. 

(8) Amounts to be realized from collection of supplemental taxes levied in 

prior fiscal years shall be included in estimated revenues. 

(9) No appropriation may be made to or from the capital outlay fund to or 

from any other fund, except as permitted by G.S. 115C-433(d). 

(c) If the local school administrative unit levies its own supplemental taxes pursuant 

to a local act, the budget resolution shall make the appropriate tax levy in accordance with 
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the local act, and the board of education shall notify the county or city that collects the levy 

in accordance with G.S. 159-14. 

(d) The budget resolution shall be entered in the minutes of the board of education, 

and within five days after adoption, copies thereof shall be filed with the superintendent, 

the school finance officer and the county finance officer.  (1975, c. 437, s. 1; 1981, c. 423, 

s. 1; 1987 (Reg. Sess., 1988), c. 1025, s. 13; 1993, c. 57, s. 1; 2018-83, s. 2.) 
 

§ 115C-433.  Amendments to the budget resolution; budget transfers. 

(a) Subject to the provisions of subsection (b) of this section, the board of education may 

amend the budget resolution at any time after its adoption, in any manner, so long as the resolution 

as amended continues to satisfy the requirements of G.S. 115C-425 and 115C-432. 

(b) If the board of county commissioners allocates part or all of its appropriations pursuant 

to G.S. 115C-429(b), the board of education must obtain the approval of the board of county 

commissioners for an amendment to the budget that (i) increases or decreases expenditures from 

the capital outlay fund for projects listed in G.S. 115C-426(f)(1) or (2), or (ii) increases or 

decreases the amount of county appropriation allocated to a purpose or function by twenty-five 

percent (25%) or more from the amount contained in the  budget ordinance adopted by the board 

of county commissioners: Provided, that at its discretion, the board may in its budget ordinance 

specify a lesser percentage, so long as such percentage is not less than ten percent (10%). 

(c) The board of education may by appropriate resolution authorize the superintendent to 

transfer moneys from one appropriation to another within the same fund, subject to such limitations 

and procedures as may be prescribed by the board of education or State or federal law or 

regulations. Any such transfers shall be reported to the board of education at its next regular 

meeting and shall be entered in the minutes. 

(d) The board of education may amend the budget to transfer money to or from the capital 

outlay fund to or from any other fund, with the approval of the board of county commissioners, to 

meet emergencies unforeseen and unforeseeable at the time the budget resolution was adopted. 

When such an emergency arises, the board of education may adopt a resolution requesting approval 

from the board of commissioners for the transfer of a specified amount of money to or from the 

capital outlay fund to or from some other fund. The resolution shall state the nature of the 

emergency, why the emergency was not foreseen and was not foreseeable when the budget 

resolution was adopted, what specific objects of expenditure will be added or increased as a result 

of the transfer, and what objects of expenditure will be eliminated or reduced as a result of the 

transfer. A certified copy of this resolution shall be transmitted to the board of county 

commissioners for (its) approval and to the boards of education of all other local school 

administrative units in the county for their information. The board of commissioners shall act upon 

the request within 30 days after it is received by the clerk to the board of commissioners or the 

chairman of the board of commissioners, after having afforded the boards of education of all other 

local school administrative units in the county an opportunity to comment on the request. The 

board of commissioners may either approve or disapprove the request as presented. Upon either 

approving or disapproving the request, the board of commissioners shall forthwith so notify the 

board of education making the request and any other board of education that exercised its right to 

comment thereon. Upon receiving such notification, the board of education may proceed to amend 

the budget resolution in the manner indicated in the request. Failure of the board of county 

commissioners to act within the time allowed for approval or disapproval shall be deemed approval 

of the request. The time limit for action by the board of county commissioners may be extended 
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by mutual agreement of the board of county commissioners and the board of education making the 

request. A budget resolution amended in accordance with this subsection need not comply with 

G.S. 115C-430. (1975, c. 437, s. 1; 1981, c. 423, s. 1.) 

 

§ 115C-434.  Interim budget. 

In case the adoption of the budget resolution is delayed until after July 1, the board of education 

shall make interim appropriations for the purpose of paying salaries and the usual ordinary 

expenses of the local school administrative unit for the interval between the beginning of the fiscal 

year and the adoption of the budget resolution. Interim appropriations so made and expended shall 

be charged to the proper appropriations in the budget resolution. (1975, c. 437, s. 1; 1981, c. 423, 

s. 1.) 

 

Part 3. Fiscal Control.  

§ 115C-435.  School finance officer. 

Each local school administrative unit shall have a school finance officer who shall be appointed 

or designated by the superintendent of schools and approved by the board of education, with the 

school finance officer serving at the pleasure of the superintendent. The duties of school finance 

officer may be conferred on any officer or employee of the local school administrative unit or, 

upon request of the superintendent, with approval by the board of education and the board of 

county commissioners, on the county finance officer. In counties where there is more than one 

local school administrative unit, the duties of finance officer may be conferred on any one officer 

or employee of the several local school administrative units by agreement between the affected 

superintendents with the concurrence of the affected board of education and the board of county 

commissioners. The position of school finance officer is hereby declared to be an office that may 

be held concurrently with other appointive, but not elective, offices pursuant to Article VI, Sec. 9, 

of the Constitution. (1975, c. 437, s. 1; 1981, c. 423, s. 1.) 

 

§ 115C-436.  Duties of school finance officer. 

(a) The school finance officer shall be responsible to the superintendent for: 

(1) Keeping the accounts of the local school administrative unit in 

accordance with generally accepted principles of governmental 

accounting, the rules and regulations of the State Board of Education, and 

the rules and regulations of the Local Government Commission. 

(2) Giving the preaudit certificate required by G.S. 115C-441. 

(3) Signing and issuing all checks, drafts, and State warrants by the local 

school administrative unit, investing idle cash, and receiving and 

depositing all moneys accruing to the local school administrative unit. 

(4) Preparing and filing a statement of the financial condition of the local 

school administrative unit as often as requested by the superintendent, 

and when requested in writing, with copy to the superintendent, by the 

board of education or the board of county commissioners. 

(5) Performing such other duties as may be assigned to him by law, by the 

superintendent, or by rules and regulations of the State Board of 

Education and the Local Government Commission. 
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All references in other portions of the General Statutes or local acts to school treasurers, 

county treasurers, or other officials performing any of the duties conferred by this section 

on the school finance officer shall be deemed to refer to the school finance officer. 

(b) The State Board of Education has authority to issue rules and regulations having 

the force of law governing procedures for the disbursement of money allocated to the local 

school administrative unit by or through the State. The Local Government Commission has 

authority to issue rules and regulations having the force of law governing procedures for 

the disbursement of all other moneys allocated or accruing to the local school 

administrative unit. The State Board of Education and the Local Government Commission 

may inquire into and investigate the internal control procedures of a local school 

administrative unit with respect to moneys under their respective jurisdictions and may 

require any modifications in internal control procedures which may be necessary or 

desirable to prevent embezzlements or mishandling of public moneys. 

(c) Upon receipt of a report from the North Carolina Teachers' and State Employees' 

Retirement System, generated pursuant to G.S. 135-8(f)(2)f., containing a list of employees 

for whom the local board of education made a contribution to the North Carolina Teachers' 

and State Employees' Retirement System that is likely to require an additional employer 

contribution should the employee elect to retire in the following 12 months, the school 

financial officer shall transmit a copy of the report to the local board of education. The 

school financial officer shall also notify the board of county commissioners of the county 

in which the local administrative unit is located that the report was received and the number 

of employees listed in the report.  (1975, c. 437, s. 1; 1981, c. 423, s. 1; 2017-128, s. 4(a).) 
 

§ 115C-437.  Allocation of revenues to the local school administrative unit by the county. 

Revenues accruing to the local school administrative unit by virtue of Article IX, Sec. 7, of the 

Constitution and taxes levied by or on behalf of the local school administrative unit pursuant to a 

local act or G.S. 115C-501 to 115C-511 shall be remitted to the school finance officer by the 

officer having custody thereof within 10 days after the close of the calendar month in which the 

revenues were received or collected. The clear proceeds of all penalties and forfeitures and of all 

fines collected for any breach of the penal laws of the State, as referred to in Article IX, Sec. 7 of 

the Constitution, shall include the full amount of all penalties, forfeitures or fines collected under 

authority conferred by the State, diminished only by the actual costs of collection, not to exceed 

ten percent (10%) of the amount collected. Revenues appropriated to the local school 

administrative unit by the board of county commissioners from general county revenues shall be 

made available to the school finance officer by such procedures as may be mutually agreeable to 

the board of education and the board of county commissioners, but if no such agreement is reached, 

these funds shall be remitted to the school finance officer by the county finance officer in monthly 

installments  sufficient to meet its lawful expenditures from the county appropriation until the 

county appropriation to the local school administrative unit is exhausted. Each installment shall be 

paid not later than 10 days after the close of each calendar month. When revenue has been 

appropriated to the local school administrative unit by the board of county commissioners from 

funds which carry specific restrictions binding upon the county as recipient, the board of 

commissioners must inform the local school administrative unit in writing of those restrictions. 

(1975, c. 437, s. 1; 1981, c. 423, s. 1; 1985, c. 779.) 
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§ 115C-438.  Provision for disbursement of State money. 

The deposit of money in the State treasury to the credit of local school administrative 

units shall be made in monthly installments, and additionally as necessary, at such time 

and in such a manner as may be most convenient for the operation of the public school 

system. Before an installment is credited, the school finance officer shall certify to the State 

Board of Education the expenditures to be made by the local school administrative unit 

from the State Public School Fund during the month. This certification shall be filed on or 

before the fifth day following the end of the month preceding the period in which the 

expenditures will be made. The State Board of Education shall determine whether the 

moneys requisitioned are due the local school administrative unit, and upon determining 

the amount due, shall cause the requisite amount to be credited to the local school 

administrative unit. Upon receiving notice from the State Treasurer of the amount placed 

to the credit of the local school administrative unit, the finance officer may issue State 

warrants up to the amount so certified. 

Upon notification by the Board of Trustees of the Teachers' and State Employees' 

Retirement System to the State Treasurer and the Office of State Budget and Management 

as to the default of the local school administrative unit, the State Board of Education shall 

withhold from any State appropriation due to the local school administrative unit an amount 

equal to the sum of all delinquent contributions and payments due to the Retirement 

Systems Division and shall transmit that amount to the Retirement Systems Division. 

The State Board of Education may withhold money for payment of salaries for 

administrative officers of local school administrative units if any report required to be filed 

with State school authorities is more than 30 days overdue. The State Board of Education 

shall withhold money for payment of salaries for the superintendent, finance officer, and 

all other administrative officers charged with providing payroll information pursuant to 

G.S. 115C-12(18), if the local school administrative unit fails to provide the payroll 

information to the State Board in a timely fashion and substantially in accordance with the 

standards set by the State Board. The State Board of Education shall also withhold money 

used for payment of salaries for the superintendent, transportation director, and all other 

administrative officers or employees charged by the local board of education or the local 

superintendent with implementing the Transportation Information Management System, 

pursuant to G.S. 115C-240(d), if the State Board finds that a local school administrative 

unit is not progressing in good faith and is not using its best efforts to implement the 

Transportation Information Management System. 

Money in the State Public School Fund and State bond moneys shall be released only 

on warrants drawn on the State Treasurer, signed by such local official as may be required 

by the State Board of Education.  (1975, c. 437, s. 1; 1981, c. 423, s. 1; 1987, c. 414, s. 14; 

1987 (Reg. Sess., 1988), c. 1025, s. 15; 1989 (Reg. Sess., 1990), c. 1066, s. 106; 1991, c. 

689, s. 39.2; 1991 (Reg. Sess., 1992), c. 900, s. 77(b); 2015-164, s. 6(c).) 
 

§ 115C-439.  Facsimile signatures. 

The board of education may provide by appropriate resolution for the use of facsimile signature 

machines, signature stamps, or similar devices in signing checks and drafts and in signing the 
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preaudit certificate on contracts or purchase orders. The board shall charge the finance officer or 

some other bonded officer or employee with the custody of the necessary machines, stamps, plates, 

or other devices, and that person and the sureties on his official bond are liable for any illegal, 

improper, or unauthorized use of them. (1975, c. 437, s. 1; 1981, c. 423, s. 1.) 

 

§ 115C-440.  Accounting system. 

(a) System Required. – Each local school administrative unit shall establish and maintain 

an accounting system designed to show in detail its assets, liabilities, equities, revenues, and 

expenditures. The system shall also be designed to show appropriations and estimated revenues as 

established in the budget resolution as originally adopted and subsequently amended. 

(b) Basis of Accounting. – Local school administrative units shall use the modified accrual 

basis of accounting in recording transactions. 

(c) Encumbrance Systems. – Except as otherwise provided in this subsection, no local 

school administrative unit is required to record  or show encumbrances in its accounting system. 

The Local Government Commission, in consultation with the State Board of Education, shall 

establish regulations, based on total membership of the local school administrative unit or some 

other appropriate criterion, setting forth which units are required to maintain an accounting system 

that records and shows the encumbrances outstanding against each category of expenditure 

appropriated in the budget resolution. Any other local school administrative unit may record and 

show encumbrances in its accounting system. 

(d) Commission Regulations. – The Local Government Commission, in consultation with 

the State Board of Education, may prescribe rules and regulations having the force of law as to: 

(1) Features of accounting systems to be maintained by local school administrative 

units. 

(2) Bases of accounting, including identifying in detail the characteristics of a 

modified accrual basis and identifying what revenues are susceptible to accrual. 

(3) Definitions of terms not clearly defined in this Article. 

These rules and regulations may be varied according to the size of the local school administrative 

unit, or according to any other criteria reasonably related to the purpose or complexity of the 

financial operations involved. (1975, c. 437, s. 1; 1981, c. 423, s. 1.) 

 

§ 115C-440.1.  Report on county spending on public capital outlay. 

(a) It is the purpose of Article 42 of Chapter 105 of the General Statutes for counties to 

appropriate funds generated under that Article to increase the level of county spending for public 

elementary and secondary school capital outlay (including retirement of indebtedness incurred by 

the county for this purpose) above and beyond the level of spending prior to the levy of the 

additional tax authorized under that Article. 

(b) On or before May 1 of each year the Local Government Commission shall furnish to 

the General Assembly a report of the level of each county's appropriations for public school capital 

outlay, including appropriations to the public school capital outlay fund, funds expended by 

counties on behalf of and for the benefit of public schools for capital outlay, monies reserved for 

future years' retirement of debt incurred or capital outlay, and any other information the Local 

Government Commission considers relevant. For purposes of this subsection, the term "public 

schools" includes charter schools, if authorized. The Local Government Commission shall develop 

and implement by May 1, 1997, a uniform reporting system whereby counties are able to report 

all county expenditures under this subsection. 
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(c) Any local board of education may petition the Local Government Commission to make 

a finding that the funds provided by a county for public school capital outlay purposes are, within 

the financial resources available and consistent with the fiscal policies of the Board of County 

Commissioners, inadequate to meet the public school capital outlay needs within that county and 

that the Board of County Commissioners has not complied with the requirements or intent of this 

Article. The petition shall be in the form prescribed by the Commission. In making its finding, the 

Commission shall consider the facts it is required to report under subsection (b) of this section, as 

well as any other information it deems necessary. The Commission shall report its findings on such 

petition, together with any recommendations it deems appropriate, to the Joint Legislative 

Commission on Governmental Operations. (1985 (Reg. Sess., 1986), c. 906, s. 1; 1995, c. 507, s. 

17.5; 1995 (Reg. Sess., 1996), c. 666, ss. 4, 5.) 

 

§ 115C-441.  Budgetary accounting for appropriations. 

(a) Incurring Obligations. – Except as set forth below, no obligation may be incurred 

by a local school administrative unit unless the budget resolution includes an appropriation 

authorizing the obligation and an unencumbered balance remains in the appropriation 

sufficient to pay in the current fiscal year the sums obligated by the transaction for the 

current fiscal year. Nothing in this section shall require a contract to be reduced to writing. 

(a1) Preaudit Requirement. – If an obligation is reduced to a written contract or 

written agreement requiring the payment of money, or is evidenced by a purchase order for 

supplies and materials, the written contract, agreement, or purchase order shall include on 

its face a certificate stating that the instrument has been preaudited to assure compliance 

with subsection (a) of this section. The certificate, which shall be signed by the finance 

officer, shall take substantially the following form: 

"This instrument has been preaudited in the manner required by the School Budget and 

Fiscal Control Act. 
______________________________________________________ 

 (Date) 

______________________________________________________ 

 (Signature of finance officer)" 

(a2) Failure to Preaudit. – An obligation incurred in violation of subsection (a) or (a1) 

of this section is invalid and may not be enforced. The finance officer shall establish 

procedures to assure compliance with this section, in accordance with any rules adopted by 

the Local Government Commission. 

(b) When a bill, invoice, or other claim against a local school administrative unit is 

presented, the finance officer shall either approve or disapprove the necessary 

disbursement. The finance officer may approve the claim only if all of the following apply: 

(1) The amount claimed is determined to be payable. 

(2) The budget resolution includes an appropriation authorizing the 

expenditure. 

(3) Either (i) an encumbrance has been previously created for the transaction 

or (ii) an unencumbered balance remains in the appropriation sufficient 

to pay the amount to be disbursed. 
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A bill, invoice, or other claim may not be paid unless it has been approved by the 

finance officer or, under subsection (c) of this section, by the board of education. The 

finance officer shall establish procedures to assure compliance with this subsection, in 

accordance with any rules adopted by the Local Government Commission. 

(c) Board of Education Approval of Bills, Invoices, or Claims. – The board of 

education may, as permitted by this subsection, approve a bill, invoice, or other claim 

against the local school administrative unit that has been disapproved by the finance 

officer. The board of education may not approve a claim for which no appropriation 

appears in the budget resolution, or for which the appropriation contains no encumbrance 

and the unencumbered balance is less than the amount to be paid. The board of education 

shall approve payment by formal resolution stating the board's reasons for allowing the 

bill, invoice, or other claim. The resolution shall be entered in the minutes together with 

the names of those voting in the affirmative. The chairman of the board, or some other 

member designated for this purpose, shall sign the certificate on the check or draft given 

in payment of the bill, invoice, or other claim. If payment results in a violation of law, each 

member of the board voting to allow payment is jointly and severally liable for the full 

amount of the check or draft given in payment. 

(c1) Continuing Contracts for Capital Outlay. – A local school administrative unit 

may enter into a contract for capital outlay expenditures, some portion or all of which is to 

be performed or paid in ensuing fiscal years, without the budget resolution including an 

appropriation for the entire obligation, provided all of the following apply: 

a. The budget resolution includes an appropriation authorizing the current 

fiscal year's portion of the obligation. 

b. An unencumbered balance remains in the appropriation sufficient to pay 

in the current fiscal year the sums obligated by the transaction for the 

current fiscal year. 

c. Contracts for capital outlay expenditures are approved by a resolution 

adopted by the board of county commissioners, which resolution when 

adopted shall bind the board of county commissioners to appropriate 

sufficient funds in ensuing fiscal years to meet the amounts to be paid 

under the contract in those years. 

(d) Payment. – A local school administrative unit may not pay a bill, invoice, salary, 

or other claim except by any of the following methods: 

(1) Check or draft on an official depository. 

(2) Bank wire transfer from an official depository. 

(3) Electronic payment or an electronic funds transfer originated by the local 

school administrative unit through an official depository. 

(4) Cash, if the local school administrative unit has adopted a policy 

authorizing the use of cash, and specifying the limits of the use of cash. 

(5) Warrant on the State Treasurer. 

(d1) Except as provided in subsection (d) of this section, each check or draft on an 

official depository shall bear on its face a certificate signed by the finance officer or signed 
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by the chairman or some other member of the board pursuant to subsection (c) of this 

section. The certificate shall take substantially the following form: 

"This disbursement has been approved as required by the School Budget and Fiscal 

Control Act. 
______________________________________________________ 

 (Signature of finance officer)" 

No certificate is required on payroll checks or drafts or on State warrants. 

(d2) An electronic payment or electronic funds transfer shall be subject to the 

preaudit process in accordance with this section and any rules adopted by the Local 

Government Commission. The rules so adopted shall address execution of electronic 

payment or electronic funds transfer and how to indicate that the finance officer has 

performed the preaudit process in accordance with this section. A finance officer shall be 

presumed in compliance with this section if the finance officer complies with the rules 

adopted by the Local Government Commission. 

(e) Penalties. – If an officer or employee of a local school administrative unit incurs 

an obligation or pays out or causes to be paid out any funds in violation of this section, that 

officer or employee, and the sureties on any official bond for that officer or employee, are 

liable for any sums so committed or disbursed. If the finance officer gives a false certificate 

to any contract, agreement, purchase order, check, draft, or other document, the finance 

officer and the sureties on any official bond are liable for any sums illegally committed or 

disbursed thereby. 

(f) The certifications required by subsections (a1) and (d1) of this section shall not 

apply to any of the following: 

(1) An obligation or a document related to the obligation has been approved 

by the Local Government Commission. 

(2) Payroll expenditures, including all benefits for employees of the local 

government. 

(3) Electronic payments, as specified in rules adopted by the Local 

Government Commission. 

(g) As used in this section, the following terms shall have the following meanings: 

(1) Electronic funds transfer. – A transfer of funds initiated by using an 

electronic terminal, a telephone, a computer, or magnetic tape to instruct 

or authorize a financial institution or its agent to credit or debit an 

account. 

(2) Electronic payment. – Payment by charge card, credit card, debit card, 

gas card, procurement card, or electronic funds transfer.  (1975, c. 437, s. 

1; 1981, c. 423, s. 1; 1985, c. 783, ss. 1, 2; 1997-456, s. 27; 2015-246, s. 

6(b).) 
 

§ 115C-441.1.  Dependent care assistance program. 

The State Board of Education is authorized to provide eligible employees of local school 

administrative units a program of dependent care assistance as available under Section 129 and 

related sections of the Internal Revenue Code of 1986, as amended. The State Board may authorize 
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local school administrative units to enter into annual agreements with employees who elect to 

participate in the program to provide for a reduction in salary. Should the State Board decide to 

contract with a third party to administer the terms and conditions of a program of dependent care 

assistance, it may select a contractor only upon a thorough and completely competitive 

procurement process. (1989, c. 458, s. 1; 1991 (Reg. Sess., 1992), c. 1044, s. 14(b); 1993, c. 561, 

s. 42; 1993 (Reg. Sess, 1994), c. 769, s. 7.28A; 1997-443, s. 33.20(a); 1999-237, s. 28.27(a).) 

 

§ 115C-442.  Fidelity bonds. 

(a) The finance officer shall give a true accounting and faithful performance bond with 

sufficient sureties in an amount to be fixed by the board of education, not less than fifty thousand 

dollars ($50,000). This bond shall cover the faithful performance of all duties placed on the finance 

officer by or pursuant to law and the faithful accounting for all funds in his custody except State 

funds placed to the credit of the local school administrative unit by the State Treasurer. The 

premium on the bond shall be paid by the local school administrative unit. 

(b) The State Board of Education shall provide for adequate and appropriate bonding of 

school finance officers and such other employees as it deems appropriate with respect to the 

disbursement of State funds. When it requires such bonds, the State Board of Education is 

authorized to place the bonds and pay the premiums thereon. 

(c) The treasurer of each individual school and all other officers, employees and agents of 

each local school administrative unit who have custody of public school money in the normal 

course of their employment or agency shall give a true accounting bond with sufficient sureties in 

an amount to be fixed by the board of education. The premiums on these bonds shall be paid by 

the local school administrative unit. Instead of individual bonds, a local school administrative unit 

may provide for a blanket bond to cover all officers, employees, and agents of the local school 

administrative unit required to be bonded, except the finance officer. The finance officer may be 

included within the blanket bond if the blanket bond protects against risks not protected against by 

the individual bond. (1975, c. 437, s. 1; 1981, c. 423, s. 1; 2007-85, s. 1.) 

 

§ 115C-443.  Investment of idle cash. 

(a) A local school administrative unit may deposit at interest or invest all or part of the 

cash balance of any fund. The finance officer shall manage investments subject to whatever 

restrictions and directions the board of education may impose. The finance officer shall have the 

power to purchase, sell, and exchange securities on behalf of the board of education. The 

investment program shall be so managed that investments and deposits can be converted into cash 

when needed. 

(b) Moneys may be deposited at interest at any bank, savings and loan association, or trust 

company in this State in the form of certificates of deposit or such other forms of time deposit as 

the Local Government Commission may approve. Investment deposits shall be secured as provided 

in G.S. 115C-444(b). 

(c) Moneys may be invested in the following classes of securities, and no others: 

(1) Obligations of the United States of America. 

(2) Obligations of any agency or instrumentality of the United States of America if 

the payment of interest and principal of such obligations is fully guaranteed by 

the United States of America. 

(3) Obligations of the State of North Carolina. 
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(4) Bonds and notes of any North Carolina local government or public authority, 

subject to such restrictions as the Secretary of the Local Government 

Commission may impose. 

(5) Shares of any savings and loan association organized under the laws of this 

State and shares of any federal savings and loan association having its principal 

office in this State, to the extent that the investment in such shares is fully 

insured by the United States of America or an agency thereof or by any mutual 

deposit guaranty association authorized by the Commissioner of Insurance of 

North Carolina to do business in North Carolina pursuant to Article 7A of 

Chapter 54 of the General Statutes. 

(6) Obligations maturing no later than 18 months after the date of purchase of the 

Federal Intermediate Credit Banks, the Federal Home Loan Banks, Fannie Mae, 

the Banks for Cooperatives, and the Federal Land Banks. 

(7) Any form of investment allowed by law to the State Treasurer. 

(8) Any form of investment allowed by G.S. 159-30 to local governments and 

public authorities. 

(d) Investment securities may be bought, sold, and traded by private negotiation, and local 

school administrative units may pay all incidental costs thereof and all reasonable cost of 

administering the investment and deposit program. Securities and deposit certificates shall be in 

the custody of the finance officer who shall be responsible for their safekeeping and for keeping 

accurate investment accounts and records. 

(e) Interest earned on deposits and investments shall be credited to the fund whose cash is 

deposited or invested. Cash of several funds may be combined for deposit or investment if not 

otherwise prohibited by law; and when such joint deposits or investments are made, interest earned 

shall be prorated and credited to the various funds on the basis of the amounts thereof invested, 

figured according to an average periodic balance or some other sound accounting principle. 

Interest earned on the deposit or investment of bond funds shall be deemed a part of the bond 

proceeds. 

(f) Registered securities acquired for investment may be released from registration and 

transferred by signature of the finance officer. 

(g) It is the intent of this Article that the foregoing provisions of this section shall apply 

only to those funds received by the local school administrative unit as required by G.S. 115C-437. 

The county finance officer shall be responsible for the investment of all county funds allocated to 

the local school administrative unit prior to such county funds actually being remitted to the school 

finance officer as provided by G.S. 115C-437. (1975, c. 437, s. 1; 1981, c. 423, s. 1; 1985, c. 246, 

s. 1; 2001-487, s. 14(h).) 

 

§ 115C-444.  Selection of depository; deposits to be secured. 

(a) Each board of education shall designate as the official depositories of the local school 

administrative unit one or more banks, savings and loan associations, or trust companies in this 

State. It shall be unlawful for any money belonging to a local school administrative unit or an 

individual school to be deposited in any place, bank, or trust company other than an official 

depository, except as permitted by G.S. 115C-443(b); however, moneys belonging to an 

administrative unit or an individual school may be deposited in official depositories in Negotiable 

Order of Withdrawal (NOW) accounts. 
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(b) Money on deposit in an official depository or deposited at interest pursuant to G.S. 

115C-443(b) shall be secured by deposit insurance, surety bonds, or investment securities of such 

nature, in a sufficient amount to protect the administrative unit or an individual  school on account 

of deposit of moneys made therein, and in such manner, as may be prescribed by rule or regulation 

of the Local Government Commission. When deposits are secured in accordance with this 

subsection, no public officer or employee may be held liable for any losses sustained by a local 

school administrative unit because of the default or insolvency of the depository. (1975, c. 437, s. 

1; 1981, c. 423, s. 1; c. 682, s. 23; c. 866, ss. 1, 2; 1985, c. 246, s. 2.) 

 

§ 115C-445.  Daily deposits. 

Except as otherwise provided by law, all moneys collected or received by an officer, employee 

or agent of a local school administrative unit or an individual school shall be deposited in 

accordance with this section. Each officer, employee and agent of a local school administrative 

unit or individual school whose duty it is to collect or receive any taxes or other moneys shall 

deposit his collections and receipts daily. If the board of education gives its approval, deposits 

shall be required only when the moneys on hand amount to as much as two hundred fifty dollars 

($250.00), but in any event a deposit shall be made on the last business day of the month. All 

deposits shall be made with the finance officer or in an official  depository. Deposits in an official 

depository shall be immediately reported to the finance officer or individual school treasurer by 

means of a duplicate deposit ticket. The finance officer may at any time audit the accounts of any 

officer, employee or agent collecting or receiving any taxes or other moneys, and may prescribe 

the form and detail of these accounts. The accounts of such an officer, employee or agent shall be 

audited at least annually. (1975, c. 437, s. 1; 1981, c. 423, s. 1.) 

 

§ 115C-446.  Semiannual reports on status of deposits and investments. 

Each school finance officer shall report to the Secretary of the Local Government Commission 

on January 1 and July 1 of each year, or such other dates as the Secretary may prescribe, the 

amounts of money then in his custody and in the custody of treasurers of individual schools within 

the local school administrative unit, the amount of deposits of such money in depositories, a list 

of all investment securities and time deposits held by the local school administrative unit and 

individual schools therein. In like manner, each bank or trust company acting as the official 

depository of any administrative unit or individual school may be required to report to the 

Secretary a description of the surety bonds or investment securities securing such public deposits. 

If the Secretary finds at any time that any moneys of a local school administrative unit or an 

individual school are not properly deposited or secured, or are invested in securities not eligible 

for investment, he shall notify the officer in charge of the moneys of the failure to comply with 

law. Upon such notification, the officer shall comply with the law within 30 days, except as to the 

sale of securities not eligible for investment which shall be sold within nine months at a price to 

be approved by the Secretary. The Local Government Commission may extend the time for sale 

of ineligible securities, but no one extension may cover a period of more than one year. (1975, c. 

437, s. 1; 1981, c. 423, s. 1; c. 866, s. 3.) 

 

§ 115C-447.  Annual independent audit. 

(a) Each local school administrative unit shall have its accounts and the accounts of 

individual schools therein audited as soon as possible after the close of each fiscal year by a 

certified public accountant or by an accountant certified by the Local Government Commission as 
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qualified to audit local government accounts. The auditor who audits the accounts of a local school 

administrative unit shall also audit the accounts of its individual schools. The auditor shall be 

selected by and shall report directly to the board of education. The audit contract shall be in writing, 

shall include all its terms and conditions, and shall be submitted to the Secretary of the Local 

Government Commission for his approval as to form, terms and conditions. The terms and 

conditions of the audit contract shall include the scope of the audit, and the requirement that upon 

completion of the examination the auditor shall prepare a typewritten or printed report embodying 

financial statements and his opinion and comments relating thereto. The financial statements 

accompanying the auditor's report shall be prepared in conformity with generally accepted 

accounting principles. The auditor shall file a copy of the audit report with the Secretary of the 

Local Government Commission, the State Board of Education, the board of education and the 

board of county commissioners, and shall submit all bills or claims for audit fees and costs to the 

Secretary of the Local Government Commission for his approval. It shall be unlawful for any local 

school administrative unit to pay or permit the payment of such bills or claims without this 

approval. Each officer, employee and agent of the local school administrative unit having custody 

of public money or responsibility for keeping records of public financial or fiscal affairs shall 

produce all books and records requested by the auditor and shall divulge such information relating 

to fiscal affairs as he may request. If any member of a board of education or any other public 

officer, employee or agent shall conceal, falsify, or refuse to deliver or divulge any books, records, 

or information, with an intent thereby to mislead the auditor or impede or interfere with the audit, 

he is guilty of a Class 1 misdemeanor. 

The State Auditor shall have authority to prescribe the manner in which funds disbursed by 

administrative units by warrants on the State Treasurer shall be audited. 

(b) When the State Board of Education finds that incidents of fraud, embezzlement, theft, 

or management failures in a local school administrative unit make it appropriate to review the 

internal control procedures of the unit, the State Board of Education shall so notify the unit. If the 

incidents were discovered by the firm performing the audit under subsection (a) of this section, the 

board of the local school administrative unit shall submit the audit together with a plan for any 

corrective actions relative to its internal control procedures to the State Board of Education and 

the Local Government Commission for approval and shall implement the approved changes prior 

to the next annual audit. Where the firm preparing the audit under subsection (a) of this section 

identifies significant problems with internal control procedures the local school administrative unit 

shall submit the audit together with a plan for any corrective actions relative to its internal control 

procedures to the State Board of Education and the Local Government Commission for approval 

and shall implement the approved changes prior to the next annual audit. 

If the incidents were not discovered by the firm performing the audit under subsection (a) of 

this section, the State Board of Education and the Local Government Commission shall employ an 

audit firm to review the internal control procedures of that local school administrative unit. Upon 

completion of this review, the audit firm shall report publicly to the State Board of Education, the 

Local Government Commission, and the board of the local school administrative unit. If the State 

Board of Education determines that significant changes are needed in the internal control 

procedures of the local school administrative unit, the local board shall submit a plan of corrective 

actions to the State Board of Education and the Local Government Commission for approval and 

shall implement the approved changes prior to the next annual audit. The local school 

administrative unit shall pay the cost of this audit. (1975, c. 437, s. 1; 1981, c. 423, s. 1; 1983, c. 
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913, s. 17; 1987 (Reg. Sess., 1988), c. 1025, s. 14; 1993, c. 539, s. 891; 1994, Ex. Sess., c. 24, s. 

14(c); 2005-276, s. 7.58.) 

 

§ 115C-448.  Special funds of individual schools. 

(a) The board of education shall appoint a treasurer for each school within the local 

school administrative unit that handles special funds. The treasurer shall keep a complete 

record of all moneys in his charge in such form and detail as may be prescribed by the 

finance officer of the local school administrative unit, and shall make such reports to the 

superintendent and finance officer of the local school administrative unit as they or the 

board of education may prescribe. Special funds of individual schools shall be deposited 

in an official depository of the local school administrative unit in special accounts to the 

credit of the individual school, and shall be paid only on checks or drafts signed by the 

principal of the school and the treasurer. The board of education may, in its discretion, 

waive the requirements of this section for any school which handles less than three hundred 

dollars ($300.00) in any school year. 

(b) Nothing in this section shall prevent the board of education from requiring that 

all funds of individual schools be deposited with and accounted for by the school finance 

officer. If this is done, these moneys shall be disbursed and accounted for in the same 

manner as other school funds except that the check or draft shall not bear the certificate of 

preaudit. 

(c) For the purposes of this section, "special funds of individual schools" includes 

by way of illustration and not limitation funds realized from gate receipts of interscholastic 

athletic competition, sale of school annuals and newspapers, and dues of student 

organizations. 

(d) Special funds of individual schools shall not be included as part of the local 

current expense fund of a local school administrative unit for the purposes of determining 

the per pupil share of the local current expense fund transferred to a charter school pursuant 

to G.S. 115C-218.105(c).  (1975, c. 437, s. 1; 1981, c. 423, s. 1; 2013-355, s. 2(b); 

2014-101, s. 7.) 
 

§ 115C-449.  Proceeds of insurance claims. 

Moneys paid to a local school administrative unit pursuant to contracts of insurance against 

loss of capital assets through fire or casualty shall be used to repair or replace the damaged asset, 

or if the asset is not repaired or replaced, placed to the credit of the  capital outlay fund for 

appropriation at some future time. (1975, c. 437, s. 1; 1981, c. 423, s. 1.) 

 

§ 115C-450.  School food services. 

(a) School food services shall be included in the budget of each local school 

administrative unit and the State Board of Education shall provide for school food services 

in the uniform budget format required by G.S. 115C-426. 

(b) No local school administrative unit shall assess indirect costs to a child nutrition 

program unless the program has a minimum of one month's operating balance. One month's 

operating balance shall be derived from net cash resources divided by one month's 

operating costs. "Net cash resources" means all monies, as determined in accordance with 
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the State agency's established accounting system, that are available to or have accrued to a 

school food authority's nonprofit child nutrition account at any given time, less cash 

payables and other liabilities. When calculating the average month's operating balance, the 

Department of Public Instruction shall use the complete and final figures obtained from the 

annual financial report from each child nutrition program's operation. An average month's 

operating balance shall be calculated and published by the Department of Public Instruction 

for each child nutrition program and shall be equal to the average of the three prior fiscal 

years' monthly operating balances. If complete and final financial reports for a given year 

are not yet available for a child nutrition program, the Department of Public Instruction 

may use projected figures but shall update the published average month's operating balance 

once complete and final financial reports become available. As used in this subsection, the 

term "indirect costs" is as defined in the United States Office of Budget and Management 

Circular A-87, as revised, and the term "net cash resources" is as defined in 7 C.F.R. § 

210.2.  (1975, c. 437, s. 1; 1981, c. 423, s. 1; 2013-235, s. 1.) 
 

§ 115C-451.  Reports to State Board of Education; failure to comply with School Budget Act. 

(a) The State Board of Education shall have authority to require local school administrative 

units to make such reports as it may deem advisable with respect to the financial operation of the 

public schools. 

(b) The State Board of Education shall be responsible for assuring that local boards of 

education comply with State laws and regulations regarding the budgeting, management, and 

expenditure of funds. When a local board of education willfully or negligently fails or refuses to 

comply with these laws and regulations, the State Board of Education shall issue a warning to the 

local board of education and direct it to take remedial action. In addition, the State Board may 

suspend the flexibility given to the local board under G.S. 115C-105.21A and may require the 

local board to use funds during the term of suspension only for the purposes for which they were 

allotted or for other purposes with the specific approval from the State Board. 

(c) If the local board of education, after warning, persists in willfully or negligently failing 

or refusing to comply with these laws and regulations, the State Board of Education shall by 

resolution assume control of the financial affairs of the local board of education and shall appoint 

an administrator to exercise the powers assumed. The adoption of a resolution shall have the effect 

of divesting the local board of education of its powers as to the adoption of budgets, expenditure 

of money, and all other financial powers conferred upon the local board of education by law. (1975, 

c. 437, s. 1; 1981, c. 423, s. 1; 1991, c. 529, s. 5; 1997-443, s. 8.7.) 

 

§ 115C-452.  Fines and forfeitures. 

The clear proceeds of all penalties and forfeitures and of all fines collected in the General Court 

of Justice in each county shall be remitted by the clerk of the superior court to the county finance 

officer, who shall forthwith determine what portion of the total is due to each local school 

administrative unit in the county and remit the appropriate portion of the amount to the finance 

officer of each local school administrative unit. Fines and forfeitures shall be apportioned 

according to the projected average daily membership of  each local school administrative unit as 

determined by and certified to the local school administrative units and the board of county 

commissioners by the State Board of Education pursuant to G.S. 115C-430. (1975, c. 437, s. 1; 

1981, c. 423, s. 1.) 
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§§ 115C-453 through 115C-457.  Reserved for future codification purposes. 

 


